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OATH OR AFFIRMATION

A DARYL HERSCH , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SECURITIES & INVESTMENT PLANNING COMPANY

DECEMBER 31, 192001 ' are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

as of

Public MICHA
% . Notary Public, gs'{a?e"gf(iysew'vam
-~ Oual?f'i?édosiol\?essem
Commission Expires .13522%?%&

This report** contains {check all applicable boxes):

}  (a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).
_{d) Statement of Changes in Financial Condition. . )

{¢) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

REBER

U0 0O ORER0OE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3}.
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Securities & Investment Planning Company

We have audited the accompanying statement of financial condition of Securities & Investment Planning Company (the
“Company”) as of December 31, 2001, and the related statements of operations, changes in shareholders’ equity and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Securities & Investment Planning Company as of December 31, 2001, and the results of its operations and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained on Pages 10 and 11 is presented for purposes of additional analysis and is not a required part of the
basic financial statements, but is supplementary information required by Rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the same auditing procedures applied in our audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole and in conformity with the rules of the Securitigs and Exchange Commission.

Pl L

AR LEVINE & FELIX LLP

New York, New York
February 19, 2002



SECURITIES & INVESTMENT PLANNING COMPANY
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,2001
ASSETS
Securities owned, at market value $ 492,288
Receivable from brokers 100,326
Due from clearing broker 187,988
Fixed assets (net of accumulated depreciation of $194,744) 24,682
Other assets 165,804
Income taxes receivable 16,450
Deferred tax assets 59,000
TOTAL ASSETS $ 1,046,538

LIABILITIES AND SHAREHOLDERS’ EQUITY

LIABILITIES:
Bank overdraft $ 24,110
Accounts payable and accrued expenses 58,945

Securities sold not yet purchased, at market value 358,181

TOTAL LIABILITIES 441,236

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS’ EQUITY:
6% non cumulative preferred stock, $100 par value, 50,000 shares authorized, 15,500 shares issued

and outstanding 1,925,000
Common stock - $1.00 par value, 5,000 shares authorized, 103 shares issued and outstanding 103
Additional paid-in capital 1,046,429
Accumulated deficit (1,826,565)
Less: Treasury stock — at cost (539,665)

TOTAL SHAREHOLDERS’ EQUITY

605,302

TOTAL LIABILITIES AND SHAREHOLDERS® EQUITY $ 1,046,538

The accompanying notes are an integral part of these financial statements.

\ Page 2.
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SECURITIES & INVESTMENT PLANNING COMPANY
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2001

REVENUES:
Commission income $ 827,586
Net trading gain 144,497
Interest and dividend income 82,273
TOTAL REVENUES ‘ 1,054,356
EXPENSES:
Clearance charges 82,024
Employee compensation and benefits 1,111,230
Quotation and communication expenses 99,785
Rent 62,874
Professional fees : 56,367
Insurance 33,634
Interest expense 62,371
Depreciation and amortization 43,885
Regulatory expenses and registration fees : . 3,198
Bad debts 56,947
Other expenses 178,377
TOTAL EXPENSES 1,790,692
Loss before income taxes (736,336)
Income tax provision ' 320,000
NET LOSS | $ (1,056,336)

The accompanying notes are an integral part of these financial statements.
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SECURITIES & INVESTMENT PLANNING COMPANY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash used by operating activities:
Depreciation and amortization '
Income tax provision
Decrease in securities owned, at market value
Decease in receivable from brokers
Increase in other assets and taxes receivable
Increase in bank overdraft
Increase in accounts payable and accrued expenses
Decrease in securities sold, not yet purchased
Increase in due to/from clearing banker

Net cash used in operating activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from capital contributions
Distribution of capital
Proceeds from issuance of preferred stock
Payments on bank loan and lease liability

Net cash provided by financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at January 1, 2001

Cash and cash equivalents at December 31, 2001

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest
Income taxes

$  (1,056,336)

43,885
320,000
996,355

74,727
120,374
24,110

(196,390)
281,925

(995,151)

(386,501)

29,532
(15,000)
350,000

(12,077)

352,455

(34,046)

34,046

L__'—
$ 62,371
6,665

The accompanying notes are an integral part of these financial statements.

Lazar Levine & Felix LLp
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NOTE 1 -

NOTE 2 -

(@)

)

(c)

@

SECURITIES & INVESTMENT PLANNING COMPANY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

ORGANIZATION AND BASIS OF PRESENTATION:

Securities & Investment Planning Company, (the “Company™) is a broker-dealer registered with the
Securities and Exchange Commission and a member of the National Association of Securities Dealers, Inc.
The Company acts as brokers in executing customers’ orders for the purchase and sale of marketable
securities on their behalf on a fully disclosed basis with a clearing broker.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Company’s accounting policies are in accordance with generally accepted accounting principles.
Outlined below are those policies that are considered particularly significant.

Use of Estimates:

To prepare financial statements in accordance with generally accepted accounting principles, management
makes certain estimates and assumptions, where applicable, that affect the reported amounts of assets and
liabilities at the date of the financial statements, as well as the reported amounts of revenues and expenses
during the reporting period. While actual results could differ from those estimates, management does not
expect such variances, if any, to have a material effect on the financial statements.

Cash Equivalents:

The Company defines cash equivalents as all short-term, highly hqu1d investments with original maturity
dates less than 90 days.

Revenue Recognition:
Securities transactions and related commission income and expenses are recorded on a trade-date basis.

Recent Accounting Pronouncements:

In July 2001, the Financial Accounting Standards Boards (FASB) issued Statement of Financial Accounting
Standards No. 141, "Business Combinations" ("SFAS 141™) and Statement of Financial Accounting
Standards No. 142, "Goodwill and Other Intangible Assets" ("SFAS 142"). SFAS 141 requires all business
combinations to be accounted for using the purchase method of accounting and is effective for all business
combinations completed after June 30, 2001. SFAS 142 requires goodwill to be tested for impairment
under certain circumstances, and written-off when impaired, rather than being amortized as previous
standards required. Furthermore, SFAS 142 required purchased intangible assets to be amortized over their
estimated useful lives unless these lives are determined to be indefinite. SFAS 142 is effective for fiscal
years beginning after December 15, 2001. Early application is permitted for entities with fiscal years
beginning after March 15, 2001 provided that the first interim period financial statements have not been
previously issued. The adoption of these standards will not have a material effect on the Company's
operating results or financial condition.

Page 6.
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NOTE 2 -

(d)

(e)

SECURITIES & INVESTMENT PLANNING COMPANY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Recent Accounting Pronouncements (Continued):

On October 3, 2001, the FASB issued Statement of Financial Accounting Standards No. 144,”Accounting
for the Impairment or Disposal of Long-Lived Assets” (“SFAS 144”), that is applicable to financial
statements issued for fiscal years beginning after December 15, 2001. The FASB’s new rules on asset
impairment supersede SFAS 121, “Accounting for the Impairment of Long-Lived Assets and for Long-
Lived Assets to Be Disposed Of,” and portions of Accounting Principles Board Opinion 30, “Reporting the
Results of Operations.” This standard provides a single accounting model for long-lived assets to be
disposed of and significantly changes the criteria that would have to be met to classify an asset as held-for-
sale. Classification as held-for sale is an important distinction since such assets are not depreciated and are
stated at the lower of fair value and carrying amount. This Standard also requires expected future operating
losses from discontinued operations to be displayed in the period(s) in which the losses are incurred, rather
than as of the measurement date as presently required. This new standard does not have any impact on the
Company’s operating results and financial position.

Fixed Assets and Depreciation:

Fixed assets are recorded at cost. All assets are depreciated on a straight-line basis with an estimated useful
life of 5 years.

Property and equipment at December 31, consists of the following:

Computer equipment $ 160,718
Furniture and fixtures 56,795

Leasehold improvements ' 1,913

219,426
Less: accumulated depreciation (194,744)

$ 24,682

Depreciation expense aggregated $43,885 in 2001.
Maintenance and repairs are expensed as incurred.
Fair Value of Financial Instruments:

The carrying amount of the Company’s cash, accounts payable and accrued expenses approximate fair
value because of the short-term maturities of these items.

. Page 7.
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NOTE 2 -

o
S

NOTE 3 -

NOTE 4 -

a)

b)

SECURITIES & INVESTMENT PLANNING COMPANY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Income Taxes:

The Company utilizes SFAS 109, “Accounting for Income Taxes” which requires use of the asset and
liability approach of providing for income taxes. SFAS 109 requires recognition of deferred tax liabilities
and assets for the expected future tax consequences of events that have been included in the financial
statements or tax returns. Under this method deferred tax liabilities and assets are determined based on the
difference between the financial statement and tax basis of assets and liabilities using enacted tax rates in
effect for the year in which the differences are expected to reverse. Under SFAS 109, the effect on deferred
tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date.

The Company has reflected an income tax provision of $320,000 for 2001 which is primarily the result of
the booking of an increase in the valuation allowance against the net operating loss carryforwards generated
from both the current and prior period. The prior period financial statements had reflected a deferred tax
asset due to the tax effect of its net operating loss. Since there is no assurance that the Company will
generate future taxable income to utilize the deferred tax asset generated by the net operating loss
carryforward, the Company has taken a full valuation allowance against the asset created due to the loss.
The remaining deferred asset on the books of $59,000, represents the future tax benefit of the $150,000 of
unrealized losses in the Company’s trading accounts which are expected to be recognized.

NET CAPITAL REQUIREMENT:

As a registered broker-dealer, the Company is subiect to the Uniform Net Capital Rule 15¢3-1 (the “Rule”)
under the Securities and Exchange Act of 1934. The Rule requires the maintenance of minimum net
capital, as defined, and that aggregate indebtedness, as defined, may not exceed fifteen times net capital. At

December 31, 2001, the Company had net capital of $150,461 which exceeded its minimum requirement by
$50,461.

COMMITMENTS AND CONTINGENCIES:

The Company entered into an operating lease on its office space commencing in February 1998 and ending
December 31, 2002. The Company has the right to terminate the lease upon three months advance written
notice in the fourth or fifth year of the lease, and exercised this right in November 2001. The Company is
now renting the office space on a month-to-month basis, at a monthly rental expense of $4,000.

The Company is a defendant in a claim by J.P.C. Contracting Company, Stephen A. Paolino and Lee R.
Paolino for in excess of one million dollars. The claimant accuses the Company of breach of contract as well
as other claims. The Company feels that the claim is without merit and plans to vigorously defend said claim.
In the opinion of the attorneys for the Company, it is premature to evaluate this claim at this time.

Page 8.
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SECURITIES & INVESTMENT PLANNING COMPANY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

NOTE 5 - SIGNIFICANT GROUP CONCENTRATION OF RISK:

In the normal course of its business, the Company enters into financial transactions where the risk of
potential loss due to changes in market (market risk) or failure of the other party to the transaction to
perform (credit risk) exceeds the amounts recorded for the transaction.

The Company’s policy is to continuously monitor its exposure to market and counter-party risk through the
use of a variety of financial, position and credit exposure reporting and control procedures. In addition, the
Company has a policy of reviewing the credit standing of each broker-dealer, clearing organization,
customer and/or other counter-party with which it conducts business.

‘ Page 9.
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SECURITIES & INVESTMENT PLANNING COMPANY

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

Credits:
Shareholders’ Equity
Adjustment to Net Worth:
Less: Deferred Tax Assets
TOTAL CREDITS

Debits:
Non-Allowable Assets .

TOTAL DEBITS
Net Capital before Haircuts on Securities

Less: Haircuts on securities
Undue concentration charge

NET CAPITAL
Mintmum Net Capital Requirement

EXCESS NET CAPITAL

AS OF DECEMBER 31, 2001

$ 605,302
(59,000)
546,302

206,936

206,936

339,366
127,544

61,361

150,461

100,000

$ 50,461

No material differences exist between the above computation and the computation included in the Company’s
corresponding unaudited Form X-17a-5 Part IIA filing.

Lazar Levine & Felix LLp

Certified Public Accountants & Business Consultants
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SECURITIES & INVESTMENT PLANNING COMPANY
COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3
FOR THE YEAR ENDED DECEMBER 31, 2001

The Company does not effect transactions for anyone defined as a customer under Rule 15¢3-3. Accordingly, there are no
items to report under the requirements of this Rule.

Page 11.
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INDEPENDENT AUDITORS’ SUPPLEMENTARY REPORT
ON INTERNAL ACCOUNTING CONTROL

To the Shareholders of
Securities & Investment Planning Company

In planning and performing our audit of the financial statements of Securities & Investment Planning Company (the
“Company”) for the year ended December 31, 2001, we considered its internal control structure, including procedures for
safeguarding.securities in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study of the
practices and procedures followed by the Company including tests of such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities, we did not review the practices and procedures followed by the Company in any of the
following:

« Making quarterly securities examinations, counts, verifications, and comparisons
» Recordation of differences required by rule 17a-13

o. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal structure and the practices
and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of internal control structure policies and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of an internal control structure and the practice and
procedures are to provide management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Page 12.



Because of inherent limitations in any internal control structure or the practices and procedures referred to above, errors or
irregularities may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the
risk that they may become inadequate because of changes in conditions or that the effectiveness or their design and
operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal control
structure that might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal control structure
elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, we noted no matters involving the internal control
structure, including procedures for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this
report are considered by the SEC to be adequate for its purpose in accordance with the Securities Exchange Act of 1934
and related regulations, and that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2001, to meet the SEC’s objectives.

This report recognizes that it is not practicable in an organization the size of Securities & Investment Planning Company
to achieve all the divisions and duties and cross-checks generally included in a system of internal accounting control and
that alternatively greater reliance must be placed on surveillance by management. '

This report is intended solely for the use of management, the Securities and Exchange Commission, the National
Association of Securities Dealers, Inc. and other regulatory agencies which rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and should not be used for any other purpose.

(e Grsria Pl £6F°

AR LEVINE & FELIX LLP
New York, New York
February 19, 2002
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